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FOREWORD
This bulletin deals for the most part with problems 
involved in the refinancing of farm mortgages in Iowa 
by the Farm Credit Administration. Since the prob­
lems considered affect all agencies with mortgages on 
Iowa land, the discussion is not limited to the federal 
plan. Those interested in obtaining detailed informa­
tion on the federal program will find it in the appendix 
to this bulletin. For helpful suggestions in the prep­
aration of this report the author is indebted to the 
members of the Agricultural Economics Department.
This is the second bulletin in a series examining and 
evaluating the prospects for agricultural recovery. 
The first covered “ The Economic Situation in 1933.” 
The next bulletin in the series will consider the prob­
lem faced by the individual farmer in adjusting his 
business to fit the provisions of the corn-hog program.
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Prospects for Agricultural Recovery
II. Refinancing Farm Mortgages in Iowa
By W illiam G. Murray 
THE PROBLEM
In May, 1933, the Congress of the United States enacted 
a law providing for refinancing of farm mortgages on a 
large scale. At that time Iowa had a larger total of debt 
outstanding against its farm land than any other state in 
the union, a total of approximately 1 billion dollars. To 
date a small portion of this has been refinanced, a much 
larger portion is in the process of refinancing, and on a 
still larger portion no action has been taken.
Refinancing is a much more difficult task than the making 
of the original loans. Of the difficulties encountered, those 
connected with appraising land and scaling debts stand 
out as of chief importance. Consequently, following a 
short discussion of the amount of the total debt and the 
federal refinancing program, these two problems will be 
given major attention.
AMOUNT OF DEBT TO BE REFINANCED
Of Iowa’s total of 1 billion dollars of farm mortgages, 
practically all but 100 million held by the Federal Land 
Bank is eligible now or in the next few years for refinanc­
ing either by the Federal Land Bank or by other lending 
agencies. The mortgages held by the Federal Land Bank 
of Omaha represent only about 10 percent of the mortgage 
debt of the state. With insurance companies holding over 
400 million dollars in farm mortgages, with private in­
vestors having more than 200 million, and with joint stock 
land banks and deposit banks together holding more than 
200 million, it is evident that any federal program is a big 
task if it undertakes to refinance a large part of the out­
standing debt.
But why refinance all mortgages ? Why should insurance 
companies, private investors, and banks transfer, as it 
were, their mortgages to the Government in return for 
cash? The answer is that by refinancing the creditor may 
receive needed cash, and the farm owner may lower the 
interest, and possibly, the principal of his mortgage and 
amortize his loan over a long period of years. Moreover, 
some readjustment is called for in the case of most mort­
gages because of delinquent interest or approaching ma­
turity of the mortgage.
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Delinquent interest is a pressing problem in many cases. 
When interest is delinquent, the principal as well as the 
interest usually becomes due and payable.
Even those farm owners who have kept up their interest 
may have to refinance in the near future. This results 
from the short-term mortgages common in Iowa. Five 
years is the usual term of a farm mortgage, the chief ex­
ceptions being the federal and joint stock land bank mort­
gages which run from 30 to 40 years.1 Congress, however, 
recently provided for the eventual liquidation of the joint 
stock land banks so that the refinancing of their mortgages 
is a present problem.
The majority of mortgages are either due and payable 
now, or will be in the near future. Will these mortgages 
be extended another 5-year term, will they be refinanced 
through the Federal Land Bank of Omaha or some other 
credit source, or will they be foreclosed? We will pass up 
the extensions, as they are of lesser importance, and turn 
to the possibilities in the government refinancing program 
carried out through the Federal Land Bank.
GOVERNMENT PLAN OF REFINANCING2
The making of first mortgage loans through federal land 
banks is the primary feature of the government program. 
Low interest rates, long-term loans, small annual principal 
payments after 5 years—these are advantages of the fed­
eral land bank system. To the average borrower, the re­
quirement that he take out 5 percent in stock in the Federal 
Land Bank has been the chief disadvantage.
As provided by Congress, the Federal Land Bank of 
Omaha is authorized to make these first mortgage loans up 
to 50 percent of the normal value of the land and up to 20 
percent of the insurable value of the improvements. The 
interest paid by the farm owner, up to July, 1938, is 41/2 
percent. The funds for these loans come from the proceeds 
of a 2-billion-dollar bond issue, the interest on which is 
guaranteed by the Government.
Second mortgage loans made through the office of the 
Land Bank Commissioner, in Washington, D. C., are the 
secondary feature of the refinancing program. Congress 
appropriated $200,000,000 for this purpose, limiting such 
loans, however, when combined with a first mortgage to 
75 percent of the normal value of the farmer’s property. 
No Commissioner loan, however, can exceed $5,000. The 
interest rate on these loans is 5 percent.
1 Murray, W . G. A n  economic analysis o f farm  m ortgages in Story County, Iowa, 
1854-1931. Iowa A gr. Exp. Sta., Res. Bui. 156: 309-401. January, 1933.
2For details l>f this plan see the Appendix to this bulletin.
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Two major questions of refinancing policy were faced 
by the Farm Credit Administration in putting the law 
into effect. First, what is normal value? Second, should 
creditors be asked to scale their claims in order to cash 
their mortgages?
APPRAISALS
W H AT IS LAND WORTH?
In arriving at the value of a farm for loan purposes, two 
distinct steps are necessary. First, a loan policy should be 
determined. Second, each individual farm must be ex­
amined to determine its grade; to find out whether it is 
excellent, very good, average, fair or poor security.
An example may make the difference between these two 
steps clear. In appraising wheat as security for a loan, 
these same two separate jobs are involved. First, the loan 
policy or the amount that will be loaned on different grades 
has to be determined. The question may be whether to loan 
75 or 85 cents a bushel or some other amount on No. 2 Red 
Winter wheat. When it is decided to loan 85 cents a bushel 
on No. 2 wheat, then a corresponding loan on No. 1 wheat 
might be 87 cents a bushel or on No. 3, 82 cents a bushel. 
Second, the wheat belonging to each farmer has to be 
graded to ascertain the amount to loan, since one farmer’s 
wheat may grade No. 1, that of another, No. 3.
Much the same division of tasks holds in appraising land. 
The first, appraising price levels and general credit con­
ditions, is a broad economic problem. The second, apprais­
ing individual farms, is largely a problem of analyzing 
physical characteristics.
DETERMINATION OF LOAN POLICY
The first step, choosing a loan policy with reference to 
farm prices, is important because a mistake affects all 
mortgages. For example, events of the past 2 years have 
proved that the loan policy followed from 1915 to 1930 was 
too liberal. It was too liberal, of course, because prices 
went so low in recent years. A comparison of this situa­
tion with what happened in the eighties and nineties is 
helpful on this point. In the eighties, prices of farm 
products were not high and the loan policy followed was 
in line with this price level. Consequently, the debt load 
carried into the depression of the nineties was not large. 
During the period 1915 to 1930, however, prices were rela­
tively high, the loans made were in line with these prices, 
and the result "was that the debt load carried into the recent 
depression was large. The question, therefore, of what 
price level to use as a basis for loans is of the utmost 
importance.
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Pig. 1. Debt jjer acre o f  land mortgaged and the price index o f farm  products, 
1890-1932. (1890-1914, Story County data ; 1915-1932, data fo r  state as a whole.)
In carrying out its refinancing program the Farm Credit 
Administration has recognized this first step in appraising. 
One of its first moves was to fix the 1909-14 prices of farm 
products as the normal on which loans were to be based. 
With this standard it would be possible to calculate the 
average loans for different grades of land among a repre­
sentative group of farms. This group of farms could serve, 
then, as the standard with which other farms in the area 
could be compared and appraised.
Past experience in mortgage lending in Iowa indicates 
that the loan policy established has had a tendency to fluc­
tuate too much with prices of farm products. This is to 
some extent inherent in the economic instability of modern 
society. An example is represented in fig. 1. Here a close 
relationship, in the years 1890-1919, may be noted between 
the rise in prices of farm products and rise in debt per acre 
of land mortgaged. This situation of debt per acre rising in 
proportion to rising prices is a particularly dangerous one. 
Experience has taught us this much. But what of the 
future? The Farm Credit Administration has established 
a loan base above the present level of prices. Its real test 
will come in maintaining a stable loan base when prices of 
farm products go up.
GRADING OF FARMS
The second step, grading individual farms, is largely a 
problem of measuring certain physical characteristics, in­
dividually and in combination. In grading a farm it is 
necesary to determine the soil types, to rate the producing 
power of the soil according to present and prospective 
yields of the crops best adapted, to consider the size and
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type of farm in relation to economical operation, and to 
examine the buildings in the light of the needs of the farm 
in question. In other words, the ability of the farm to 
yield and to continue yielding a certain amount of produce 
from year to year is the central objective. Other factors, 
of course, figure in the valuation such as the ability and 
integrity of the owner-operator, the community value which 
is attached to the farm, and the attractiveness of the home­
stead. Once these factors have been evaluated, it is then 
possible to arrive at a final estimate for the farm as a 
whole. Let us assume farms are graded roughly from 1 to 
5, then if a certain farm grades No. 3 it will be entitled, 
according to the loan policy, to the amount specified for a 
No. 3 farm. Similarly, a farm grading No. 1 will justify 
the amount prescribed for the best, or No. 1 land.
Foreclosures and assignments to mortgage holders in the 
past 13 years, when set up on a township basis, present 
convincing evidence that not enough distinction was made 
between high and low-value land.3 The low-value land has 
been overvalued; the high-value land undervalued. The 
emphasis has been placed on the average farm and average 
loan. Not enough attention has been given to the wide 
range of variation existing among farms. More care is 
needed in determining differences in physical productivity.
The placing of too-conservative loans on the better land 
distinctly handicaps the owner of the better land; too-lib- 
eral loans on the below-average land eventually results in 
a loss or difficulties to the owner of the low-value land. 
From a long-time view the best loan for farm owner and 
mortgage lender is one in proportion to the present and 
prospective productivity of the land. For instance, a farm­
er with a loan much larger than the productivity of his 
farm will stand, has an added incentive to crop the land 
more than he should in order to keep the taxes and interest 
paid. Unfortunately this leads to grave consequences on 
the low-value land. It is, therefore, the duty of the field 
appraiser to grade as accurately as possible the productiv­
ity of the farms he examines, and the duty of the executive 
staff of the lending agency to see to it that the loans made 
are proportional to this productivity.
Township Values and Past Experience
That farms in Iowa differ in their productivity and value 
is commonly recognized. How much they vary is not so 
generally understood. In fig. 2 the differences in value per 
acre of land and buildings are shown by townships. This 
map was prepared from 1930 census data and with the
3For distribution o f corporate-owned land by counties, see “ Corporate-Owned Land 
in Iow a.”  Ia. A gr. Exp. Sta., Bui. 307: 104. September, 1933.
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Fig Value land and buildings townships Data the 1930 Federal Censusper
IÔO t OVE. 15
I<40-179
00-139
<80- 99
20* 59
DOLLARS PER ACRE
8
Bulletin, Vol. 27 [1933], No. 311, Art. 1
http://lib.dr.iastate.edu/bulletin/vol27/iss311/1
25
assistance of the Farm Credit Administration. Its purpose 
is to show the land-value variations among townships (the 
usual maps show land values by counties only). Five grades 
were chosen and each township placed in the group to which 
it belonged. The different shadings represent the various 
grades of land. These values are based on the 1930 Census, 
being the answer received when the enumerator asked the 
operator “ to give the current market value—that is, the 
amount for which the farm would sell under normal condi­
tions, not at forced sale.”4
Care should be exercised in interpreting this township 
map. For instance, the townships around large cities show 
up unusually high, chiefly because of the urban value that 
is present. Furthermore, the distribution of tenants and 
owners is not uniform so that some inequalities may creep 
into the figures from this source. Nevertheless, the differ­
ences in land value represented do indicate the range of 
variation present. The fact that these differences are re­
ported by the men operating the land and harvesting the 
crops from it should be considered as important evidence of 
the fact that these differences do exist.
Temporary vs. Permanent Factors
The examination of individual farms can readily be 
divided into the appraisal of the temporary and permanent 
factors. Of the temporary or changeable factors, the more 
important are, the ability and financial condition of the 
owner-operator and the likelihood of his continuing as op­
erator and owner; buildings, erosion, artificial drainage, 
weeds, and price trends of particular commodities. Among 
the permanent factors should be mentioned texture, struc­
ture, depth and acidity of the soil and subsoil,i potential 
producing power of the soil, topography, natural drainage, 
climate and distance to market.
Because the permanent factors are of outstanding im­
portance with loans of long duration,¿it would seem not 
only possible but desirable that a systematic appraisal of 
these factors should be made for individual farms. A 
report of this kind made by a properly trained person could 
then assume a position along with the abstract, of title. It 
might well become common for prospective purchasers of 
land to ask for a certificate of soil and other resources as 
well as for an abstract of title.
As an illustration of the importance of this point, two 
soil profiles ( cross sections of soil from surface to 60 inches 
in depth) prepared by the Soils Subsection are shown in 
figs. 3 and 4. Figure 3 represents a typical profile of O’Neill 
loam. This profile shows a relatively shallow top covering
“ Fifteenth Census o f the United States, 1930, Bureau o f the Census.
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and a very poor subsoil. Figure 4 represents a typical pro­
file of Clarion loam. This profile shows a deep surface 
layer and an unusually fine subsoil. The respective value 
of these two soils may not be evident from a surface exam­
ination ; only an appraisal by one well qualified for the work 
will bring out the actual differences existing.
Soil survey reports now available are helpful,5 but for 
appraisals they do not give the needed detail for individual 
farms because of the small scale on which the maps are 
drawn. Furthermore, they are not intended to give esti­
mates of productivity, their principal purpose being to show 
soil types occurring in an area and the gene  ^m character­
istics of the different soil types.
In practice, then, the appraisal of an individual farm 
involves two functions: One, the analysis of the soil and 
other permanent factors; two, the analysis of the tempor­
ary factors, most important of which is the owner as a 
credit risk. If at a later date an appraisal were made of 
the same farm, little attention would have to be given the 
permanent factors as these would not have changed materi­
ally in the meantime.
5Copies o f  the soil survey reports fo r  72 o f the 99 counties in Iowa are available 
on request at the Agricultural Experiment Station, Ames, Iowa.
Fig. 3. Fig. 4.
These soil profiles show somewhat similar top layers (surface soil) but different 
subsoil layers. They indicate the difficulty in determining soil values upon surface 
examination.
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COMMISSIONS >
A practice common with farm mortgage agencies, includ­
ing the federal land banks, is that of allowing a commission 
to the local agent or association in proportion to the size of 
the loan negotiated. This has, in effect, resulted in giving 
agents a bonus on large loans and almost nothing on small 
loans. It has the unfortunate tendency of placing a prem­
ium on the lending of a maximum amount in each case 
irrespective of the security offered. In order to keep land 
properly graded, commissions should be arranged on some 
other basis than that of a percentage of the amount loaned. 
Either a flat commission for each loan or one proportional 
to the expense of negotiation would be preferable.
SPEEDING UP THE CLOSING OF LOANS
Much has been said of the delay involved in the closing of 
federal land bank loans. In justification of the delay there 
is the fact that the loans are to run for 30 years or longer, 
which means that all reasonable care should be taken to 
have the loans properly made. Further, there is the fact 
that many people do not realize the large number of steps 
necesary in the making of a loan, including the application, 
field appraisal, consideration by the loan committee, appro­
val, preparation and examination of the abstract of title, 
approval of insurance on buildings and other minor details.
Although the delay in closing loans can be justified, pro­
vision could be made to have the money advanced when the 
loan is approved and before the title examination and other 
details are completed. If necessary, it would appear feas­
ible to have an insurance fund set up to guarantee titles. To 
take care of losses a deduction could be made from the com­
mission on the loan or else a small extra charge could be 
paid by those who desire such a service.
SCALING DEBTS
There is a requirement in the federal plan that the debts 
of the borrower be brought within 75 percent of the normal 
value of his property. Of all the operations connected with 
refinancing through the federal land bank system that of 
scaling the^owner’s debts to the total of the first and second 
mortgage loans is the most difficult. There are two reasons 
among others to account for this difficulty. In the first 
place, there is the uncertainty concerning the future course 
of the price level. In the second place, many lenders do not 
fully understand the situation or else they do not feel free 
to scale their debts because of contract obligations that they 
in turn have with their creditors.
PRICE LEVEL UNCERTAINTIES
A policy has been adopted by the Federal Government at 
Washington looking toward an increase in the general price
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level ‘land in particular of the price level of farm products. 
The goal appears to be, as stated by President Roosevelt in 
his radio talk to the public on May 7, a price level similar 
to that prevailing in 1926. Such a level would mean that 
farm prices would have to be higher than actual prices in 
the years, 1909-14, if they are to give farmers a purchasing 
power equivalent to that enjoyed before the World War. In 
short, the refinancing program is based on 1909-14 prices 
while efforts are being made to lift prices to a higher level.
Although there is an element of inconsistency in this, the 
Farm Credit Administration falls back on the fact that it is 
making loans for 30-year periods and longer during which 
time considerable fluctuation in prices may occur. Hence, 
it has decided on a, base somewhat lower than the level of 
prices planned for in the near future.
•It is this prospect of a higher price level which makes 
scaling so difficult. Mortgage holders have the choice of 
waiting for higher prices or of accepting a certain cash 
amount for their mortgage in a refinancing transaction. If 
they hold for higher prices, there is the possibility that the 
land covered by their mortgage will produce enough rev­
enue when prices rise to make good the principal of their 
mortgage as well as the interest. However, there is the 
element of uncertainty as to when and how much prices 
will rise.
On the other hand, mortgage holders by accepting cash 
for their mortgages at this time have an advantage in that 
money at present has a high purchasing power. Commodity 
prices are much lower than they were when the original 
loan was made on the land. If, for example, a mortgage 
holder sold 4,000 bushels of corn, 5 years ago for 75 cents 
a bushel or $3,000, and loaned the proceeds on a farm mort­
gage, and if today he is offered $2,400 cash for his mort­
gage, he can accept the cash and buy more than 4,000 
bushels of corn. This point involving purchasing power is 
an important one; if is frequently lost sight of by creditors.
POSITION OF THE CREDITORS
The chief creditors, insurance companies, are themselves 
obligated to their policy holders according to contracts 
calling for the payment of definite sums of money. Their 
view, naturally, is that a compromise will mean a loss of 
principal, while a policy of watchful waiting, if prices go 
up, will return their investment to a sound basis.
Another group, closed banks and joint stock land banks, 
is in a more logical position to scale than the insurance 
companies. In general, those individuals having claims 
against banks in liquidation are looking forward to the sale 
of the assets and the distribution of a cash dividend, which
12
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in many cases is sorely needed. Similarly, since Congress 
has provided for the eventual liquidation of the joint stock 
land banks, a judicious disposition of the assets of these 
agencies is in order.
As for private investors who hold mortgages, each mort­
gage is a case by itself. If the investor is hard pressed for 
cash the refinancing may be attractive. If he can be shown 
the purchasing power advantages that cash possesses, the 
deal may be successful. If these factors do not count, how­
ever, the investor may prefer to hold his mortgage.
REASONABLE OFFER PLAN
The refinancing program should provide a reasonable 
offer to each mortgage holder. It should not mislead the 
farmer to expect all mortgage holders to accept the terms 
offered. It is up to the mortgage holder to decide whether 
or not to accept. If he does not he may have a long drawn- 
out and expensive foreclosure case to put through before 
obtaining possession of the land or he may have a long time 
to wait before prices rise sufficiently to put his mortgage in 
good standing. The choice, however, is up to him.
Before the creditor decides, he should have a clear-cut 
statement of the borrower’s case. The borrower himself is 
frequently unable to give such a statement. What is needed, 
therefore in each community is one or more capable men 
who are willing to help borrowers work out equitable settle­
ments with their creditors. In some communities, valuable 
service along this line has been performed during the past 
year. Unfortunately there seem to be some communities 
where no one has yet taken the leadership in this endeavor. 
There are cases where foreclosures might have been averted 
if conciliation had been attempted. After all, foreclosure 
should be the last remedy, not the first to be tried.
FORECLOSURE POLICY
POSITION OF THE CREDITOR
Foreclosure is not an easy way out for the creditor. 
Mortgages provide for foreclosure in case of default and the 
courts provide for the sale of the farm to the highest bidder 
to satisfy the claims of the mortgage holder. This .is the 
usual procedure. The last year, however, has witnessed 
wholesale defaults on interest by farmers, and at times 
inability of banks to pay depositors, and of insurance com­
panies to make cash loans on policies. Here was a situa­
tion not contemplated at the time the contracts were entered 
into. As a result of this situation, legislation has been 
passed by the State Legislature providing for relief to 
debtors whose property is involved in foreclosure. In effect, 
this amounts to an extension of time so that in the event
13
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prices go up the debtor will be able to retain ownership in 
his property.
Lenders are finding that ownership of farms is not pro­
fitable. To take the farm by the expensive process of fore­
closure, to go to the expense of hiring a man to visit the 
farm at intervals, to rent it, to collect the rent, and to super­
vise and pay for needed improvements and repairs is a 
losing proposition in most cases. Furthermore, the farm 
eventually is to be sold, because corporate lending agencies, 
for the most part, are required to dispose of their land hold­
ings within a certain number of years or reasonable period 
of time.
POSITION OF THE BORROWER
In the interest of the farmer, also, foreclosure should be 
avoided if possible because if prices go up he may regain 
the equity which he lost in the last few years. It is tragic 
to contemplate the plight of those who by means of one 
sacrifice after another have paid taxes and most of their 
interest all through the depression only to lose their farms 
as the depression passes.
Those farmers who bought land at high prices during 
the boom years, 1919-1920, and borrowed large amounts on 
mortgages to pay for it, have long since lost their farms. 
Foreclosures from 1921 to 1930 involved approximately 9 
percent of the land in the state.6 The land owners in these 
cases for the most part gambled with high priced land, and 
lost. But today, among the farmers in distress are those 
who paid down substantial sums in the purchase of their 
farms. If the 1926 price level returns they will have an 
equity in their land and no difficulty in meeting interest 
and principal payments. It is for the benefit of such farm 
owners as these that the refinancing program and measures 
postponing foreclosure judgments have been designed.
APPENDIX
REFINANCING PROGRAM OF THE FARM CREDIT 
ADMINISTRATION
The following statements have been taken directly from 
Circular No. 5, “Agricultural Financing Through the Farm 
Credit Administration,,, issued by the Farm Credit Ad­
ministration in September, 1933. Those wanting more 
complete information on the federal program or facts con­
cerning federal production and marketing loans should 
write for this circular. The regional office of the Farm 
Credit Administration, located at Omaha, Neb., is the head­
quarters for all activities of the Administration in Iowa.
6See “ Farm Mortgage Foreclosures,”  by W . G. Murray and R. C. Bentley. Iowa 
A gr. Expt Sta., Cir. 147. March, 1933.
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FEDERAL LAND BANKS
The federal land banks make loans only upon first mortgages on 
farm lands. To be eligible as a borrower an applicant must be en­
gaged or shortly to become engaged in farming operations, or the 
principal part of his income must be derived from farming operations.
How Much May Be Borrowed?
Loans may be made up to $50,000 and for not less than $100 to 
any one individual, but preference is given to loans of less than 
$10,000. Loans from $25,000 to $50,000 may be made only with the 
approval of the Land Bank Commissioner. No loan can exceed 50 
percent of the appraised normal value of the land mortgaged and 20 
percent of the appraised value of the permanent, insured improve­
ments thereon.
Loans Through National Farm Loan Associations
Federal land bank loans in the continental United States are 
made through, and with the endorsement of, national farm loan as­
sociations, wherever associations are in existence through which 
applications may be received by a federal land bank. These associa­
tions are cooperative credit corporations operating under the super­
vision and regulation of the Farm Credit Administration through the 
Land Bank Commissioner. The membership of each association is 
restricted to farmers who are borrowers from the federal land bank, 
and no other persons are eligible as shareholders.
A borrower through a national farm loan association must pur­
chase stock in the association in an amount equal to 5 percent of his 
loan. The amount necessary to pay for such stock may be included 
in the amount of the loan obtained from the federal land bank. 
Prior to June 16, 1933, shareholders in national farm loan associa­
tions were individually responsible, equally and ratably, for all con­
tracts debts and engagements of the association up to an amount 
equal to the par value of the stock they owned, in addition to the 
amount paid in and represented by their shares. A  recent amend­
ment to the Federal Farm Loan Act eliminates double liability of 
association members on debts of the association entered into after 
June 16, 1933.
Reduced Rate of Interest
The Emergency Act temporarily reduces the rate of interest on 
federal land bank loans. Interest maturing during the 5 years com­
mencing July 11, 1933, in connection with loans made through nation­
al farm loan associations or agents or purchased from joint stock 
land banks and outstanding on the date the act was passed (May 12, 
1933) will be at the rate of only 4% percent.
Loans are now being made by the 12 federal land banks at the 
uniform rate of 5 percent. However, on loans made through national 
farm loan associations during the 2 years ending May 12, 1935, only 
4% percent will be charged for all interest falling due prior to July 
11, 1938. Loans made directly by the banks bear one-half of 1 per­
cent higher rate.
On all loans made before May 12, 1933, and on all loans during 
the following 2 years, no payment on the principal portion of any 
installment will be required prior to July 11, 1938, if the borrower 
shall not be in default with respect to any other condition or covenant 
of his mortgage. Borrowers may pay regular installments on the 
principal during that period if they so desire. If principal payments 
are not made during the period prior to July 11, 1938, of course, it 
will take that much longer to complete the payment of installments 
on the loan,
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LAND BAN K COMMISSIONER’S LOANS
The Emergency Farm Mortgage Act of 1933 made available a 
fund of $200,000,000 to enable the Land Bank Commissioner to make 
loans to farmers upon the security of first or second mortgages upon 
real and personal farm property. The Commissioner is using the 
services of the federal land banks in making these loans.
Who May Borrow?
Any individual who is engaged in farming operations, either 
personally or through an agent or tenant, or the principal part of 
whose income is derived from farming operations, is eligible for loans. 
The definition of eligible farmers also includes a personal representa­
tive of a deceased farmer. Several important differences between a 
land bank and a Commissioner’s loan should be kept in mind. A  land 
bank loan can be made only on the security of a first mortgage. A  
Commissioner’s loan may be made on the security of either a first or 
a second mortgage, and the security may be supplemented, in instan­
ces, by a mortgage on farm chattels such as livestock, equipment and 
crops. Loans, however, are not ordinarily made upon chattels alone.
The Amount of the Loans
Loans from this fund may not exceed the sum of $5,000 to any 
one farmer. The amount of the mortgage to the Land Bank Com­
missioner, together with all prior mortgages or other prior evidences 
of indebtedness secured by the farm property, may not exceed 75 per­
cent of the appraised value thereof. After appraisal of the property 
offered as security, the farmer will be notified of the amount of the 
loan or loans that may be granted. If the amount is inadequate to 
take care of his indebtedness, the farmer will have to get his creditors 
to agree to a scale-down of his debts to a point where he will have 
25 percent clear equity in his property. Many creditors are willing 
to make such scale-downs of their claims in order to obtain cash.
Interest Rate
At the present time, the rate of interest charged on these loans 
is 5 percent per year.
Reasonable fees not exceeding actual cost of appraisal, deter­
mination of title, and recording are charged. The initial deposit re­
quired in connection with applications for loans of $5,000 or less is 
$11, which covers a joint application for a loan from the federal 
land bank and a loan from the Land Bank Commissioner. Any un­
used part of the deposit is returned to the applicant.
Repayment of the Loan ,
Payments on the loans may be made annually or semiannually as 
determined by the Commissioner. During the first 3 years after a 
loan is made the borrower will not be required to make payments on 
the principal if he is not in default with respect to any other pro­
vision of his mortgage. At the expiration of this 3-year period, equal 
payments on principal sufficiently large to extinguish the debt within 
an agreed period, must be made with each annual or semiannual in­
terest payment. In the case of first or second mortgage loans secured 
wholly by real property and made for the purpose of reducing and 
refinancing an existing mortgage, the agreed period within which the 
loan must be wholly repaid may be no greater than 40 years. All 
other loans must be wholly repaid within an agreed period not to ex­
ceed 10 years from the date that the first payment of principal is due.
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